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framers of standard budgets claimed that the family of five was taken as "typi- 
cal." It is taken as a minimum standard but not as actual or typical. 

Frequently the point is made in the report that f amilies studied in surveys 
were selected and not chosen at random. The idea that selection prevents rep- 
resentativeness and that purely random selection is a desideratum needs quali- 
fication. A mere haphazard choice of families would itself turn out to be a se- 
lection; in reality the samples must be selected in order to yield the desired 
representativeness. And if the purpose of a survey is to determine a standard, 
cases are selected to throw light on the standard. If a standard is being set up 
for families without boarders, why collect data on boarders? 

The report is scholarly. There are abundant footnotes. The facts and data 
are accurately listed. There is evidence of carefulness. Any departure from 
science, rather, any bias in the report, would show only in the interpretations and 
in the selection of material to be presented. For instance, this report of the 
National Industrial Conference Board nowhere presents a budget in detail show- 
ing how many shoes or dresses or hats are bought, or how much is spent for rec- 
reation or for doctors. The method here is to present only such summaries as 
"40 per cent of the income is spent for food." This procedure is, of course, quite 
within the right of the authors, and to have done otherwise might have marred 
the nature of the study or not fitted in with its scope. This method of presen- 
tation leaves the reader less impressed with the human significance of the stand- 
ard of living than if, for instance, the report read," the budget allowed the pur- 
chase of one straw hat every other year at $2." In the analysis and collection of 
budgets by organizations supported by wage-earners, budgets are given by items 
because these organizations wish to get across the human meaning of the budget. 
Different methods of presentation leave various effects as truly as do data and 
facts. For instance, what the National Industrial Conference Board calls the 
"American minimum," the wage-earner will call "bare subsistence." In any 
statistical work there is always room for the subjective; as a matter of fact, it is 
very difficult to make any interpretation free from bias. This report, as reports 
go on controversial and emotional issues, is exceptionally free from subjective 
distortion, and would be quite generally rated as a clear, useful presentation. 

William F. Ogbtjbn 



Farming Costs, by C. S. Orwin. Oxford University Press. 1921. 141 pp. 

This little book, a revision of an earlier work entitled The Determination of 
Farming Costs, consists essentially of an outline of a method by which cost ac- 
counting can be applied to agricultural operations, a brief but penetrating dis- 
cussion of the fundamental problems that arise in this field of cost analysis, and a 
statement of the principal results to be obtained from such accounting. It 
appears to be based largely upon investigations conducted by the Institute for 
Research in Agricultural Economics, of which Mr. Orwin is director. 

In the introductory chapter attention is called to the more patent advantages 
of stock-keeping and costing in the conduct of a manufacturing establishment, 
and it is pointed out that as yet little effort has been made to place farm manage- 
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merit upon a similar statistical basis. In this connection the fact that the deter- 
mination of costs in agriculture is a problem involving peculiar difficulties is 
rightly emphasized, and no unreasonable claims are made with respect to the 
possible results to be obtained from such work. The author does not suggest 
that every small fanner should install an elaborate system of accounts. He 
admits the propriety of the view that in many cases "managerial functions can 
be exercised most profitably in the field." On the other hand, he insists that a 
thorough analysis of farm costs in even a few representative cases should furnish 
valuable standards for comparative purposes and should facilitate the solution of 
underlying agricultural problems. 

In beginning his discussion of procedure Mr. Orwin first contrasts the " synthet- 
ic" and "analytical" methods of approach, and very properly decides that the 
only cost data of significant value for managerial purposes are the actual costs — 
as nearly as they can be ascertained — and not hypothetical costs based upon 
selling prices adjusted with reference to an estimated rate of return upon invest- 
ment. It is refreshing to find this clear-cut stand against the inclusion of interest 
or other income elements in a calculation of cost from the point of view of the 
individual establishment or business. Here the author also takes occasion to 
repudiate price-fixing as the primary object of cost accounting. He avers that 
it is the essential function of such accounting "to provide an analysis of cost so 
that waste may be detected and so that the manager may be able to consider 
means for effecting economies in production by an examination of cost at all 
stages." Such conservative views are a pleasing contrast to the pretensions of 
the typical cost enthusiast. 

The entire book, in fact, is especially noteworthy because of its many excel- 
lencies with regard to points of view applicable to all branches of cost accounting 
and the acute observations it contains on fundamental questions of principle 
arising particularly in the determination of farming costs. Mr. Orwin through- 
out shows keen appreciation of crucial problems and a willingness to face them 
squarely. His work is a consideration of underlying theories even more than it is 
an explanation of practical procedures or a compilation of statistics. 

In outlining a procedure for the determination of agricultural costs the author' 
discusses the principal books, records, and classifications which he believes 
should be employed. He describes various "stock books," "implement and 
machinery records," "time sheets," etc. For purposes of cost classification he 
decides upon the field rather than the crop or the operation as the most important 
primary accounting unit, giving as a principal reason for the adoption of this plan 
the statement that "there are few crops which do not inherit some benefit from 
their predecessors, or which do not hand on some unexhausted value to their 
successors." Thus the costs of labor, fertilizer, seed, etc., are charged to the 
particular field account, an appropriate part thereof being later transferred to an 
intermediate "dead stock" account when a crop is harvested. The principal 
classifications for five stock are also discussed, and it is suggested that the cost of 
fodder consumed should be divided between the live stock and the fertilizer 
accounts on the basis of the value of food residues as worked out by certain stand- 
ard authorities. Evidently, arbitraries must be used in such procedures to a 
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serious extent, and hence a mild skepticism as to the validity of the resulting costs 
is perhaps pardonable. In the opinion of the reviewer there is much to be said 
for a system for the ordinary case which ignores the cost of fertilizer produced on 
the farm, and does not call for an apportionment of labor, fertilizer, and other 
costs between a succession of crops. 

Numerous forms are exhibited. Most of these would require modification for 
use by the American farmer. The implement register shown on pages 20-21 is 
cumbersome and inadequate. The use of a series of year columns, in each of 
which is shown the balance of each class of equipment after depreciation for the 
preceding period has been deducted, is quite unnecessary. Such a register should 
show the date of purchase, the cost, the estimated service life and depreciation 
rate, and, ultimately, the date of sale or abandonment and the sale or salvage 
value. The estimated accrued depreciation can then be accumulated in a con- 
trolling contra account; and no reconciliation with respect to the implement 
book is required until a unit is finally disposed of. In this connection Mr. Orwin's 
"limit of depreciation" theory may be said to be somewhat unreasonable. 
The farm manager should decide upon a service life and then prorate the total de- 
preciation evenly over this period. To fix in advance a figure beyond which it is 
assumed there will be no depreciation, and which will be reached perhaps years 
before the end of the estimated service life, is surely a questionable procedure. 

Chapter III, in which a series of difficult and disputed questions are considered, 
is the most interesting part of the book. The first of these questions is valuation. 
Mr. Orwin insists that actual cost is the only proper basis for the valuation of 
unsold produce, live stock, and other items. He vigorously denies the validity of 
the market as a valuation test. From the standpoint of the cost accountant this 
position is doubtless quite reasonable, but there is much to be said on the other 
side as far as general accounting and the preparation of the income sheet and 
statement of financial condition are concerned. Our Treasury Department now 
permits farmers to value unsold produce for income tax purposes at selling price 
less estimated marketing costs, or in other words, to "take their profits" in the 
year in which the crop is produced rather than in the year in which it is marketed, 
assuming the two to be different; and in view of the difficulties in the way of 
accurate costing for the average farmer, and the especial importance of the mar- 
ket in the case of staple farm products as an indication of true financial position, 
this ruling is to be commended. 

Mr. Orwin insists on the importance of recognizing depreciation in the case of 
draft animals, although he apparently denies that dairy stock can so decline in 
value. His suggestion that the cost of pedigreed stock should be divided between 
ordinary cost and pedigree value (a value somewhat analogous to that of patents) 
is interesting but rather bizarre. 

The discussion of the valuation of intermediate products (pp. 43-46) is 
especially good. The author points out that the farmer does not sell oats and 
hay to his live stock and that he is not justified in assuming that any such trans- 
action occurs. It is in this case that valuation on any but a cost basis is especially 
questionable, and Mr. Orwin makes the most of the opportunity to demonstrate 
this fact. Three ways of dividing "joint" costs are mentioned. One possibility 
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is a separation on the basis of the proportion indicated by the market prices of 
the joint products; relative "food values" give a basis for a second method; the 
selection of a main product and the use of any sales of the by-product as a reduc- 
tion in the cost of the principal result is a third plan, and the one now favored by 
the author. 

Mr. Orwin suggests that general or "establishment" costs should be appor- 
tioned on the basis of the sum of manual, horse, and tractor "labor" charges. 
Such apportionment, he feels, is preferable to none. A curious definition of rent 
as interest on capital may be noted in this connection (pp. 55-56). 

In Chapters IV and V the results to be obtained from cost analysis on the farm 
are stressed and a considerable number of tables based on actual investigations 
are exhibited. These show unit costs of horse labor, mechanical power, etc., and 
of crops of various kinds, for certain cases which have been studied by the Insti- 
tute. The importance of the more general data which may be derived is empha- 
sized. Tables indicating output per man, per acre, etc., are presented. There is 
some discussion of the fundamental problem of combining proportions. Data 
are offered, for example, which suggest that the number of laborers and the output 
per hundred acres vary inversely with the size of the farm, and that the output 
per man varies directly with the holding. These tables, it may be noted, are not 
always arranged to the best advantage, and appear to be seriously inaccurate. 
In the one on page 101, for example, the designation "total" is attached to the 
footings, but the last two are clearly intended to be averages. Further, the 
arithmetical averages of the amounts shown in these last two columns are 837 3 /« 
and 273 4 / 5 rather than 814 and 287 respectively — the numbers given. Similarly, 
on pages 102 and 103, where the term "average" is used several times, the figure 
given is in no case even an approximate average of the various amounts involved. 
The discrepancies are so serious that it seems evident that Mr. Orwin must have 
some special method of calculation, not properly known as averaging, and with 
the mysteries of which he does not acquaint the reader. 

Other problems mentioned upon which the writer believes light may be thrown 
by means of data drawn from accounts are the relation of labor cost to earnings 
per man and the cost of living, and the distribution of the net returns of farming 
among tenant, laborer, and landlord. A study tending to show the extent to 
which the small farmer can profitably use machinery would have been interesting. 
There is some evidence that American farmers are loading the small farm with 
more equipment than it can economically support. 

The very extensive bibliography appended is a valuable feature of the book. 

Mr. Orwin, despite his conservatism, is perhaps unduly optimistic with respect 
to the development of accounting and the use of business methods in agriculture. 
One finds it hard to picture the typical Michigan farmer, for example, attempt- 
ing to introduce any system of accounts even remotely approaching the rather 
elaborate scheme suggested in this book; and the reviewer feels that it is very 
doubtful if it would be expedient for him to make the attempt. The difficulties 
in the way are inherent and serious. Possibly something can be done in this 
direction if the farmer's wife can be induced to add bookkeeping to her already 

too numerous tasks. „ T , _ 

W. A. Paton 

University of Michigan 



